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Unit Provision Report
TEST CO, DEMO GROUP, 1000 ABC
CORPORATION x
Pre—'lax Book Income 51,500,000
- Deductible State Tax - 5276,809
MEALS § ENTERTAINMENT $40, 000
GOODWILL $740,C00
+ Permanent Differences + S780,000
Tinancial Taxable Income $2,003,111
BAD DEBT RESERVES 524,000
DEPRECTIATION 214,000
TNVENTCRY RESERVES -55,200
+ Temporary DifIferences — ~- + $3232,100
Federal Taxable Income $2,235,211
* Unit Tax Rate * 3%5.3000%
Federal Tax - Currernt 31782, 424
RaD CREDIT $45, 000
+ Tax Adjustments + $45,000C
ACCCUNTING CHANGE $34, 000
+ After Taxzx Temp Differences e e + 534,000
Total Current Federal FProvision 5861, 324
Begin Deferred Tax Per B/S $974,000
Ending Deferrcd Tax Per B/S -$1,089, 235
Oifset to Equity S0
+ Deferred Tax Provision — - =&115,735
+ APB25 Adjustment + 50
Total Federal Tax Provision £746,(C89
+ Total State Tax Provision + $214,211
Total Tax Provision $960,400
Effective Tax Rate 64.02675
FIG. 7A
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Unit Effective Tax Rate Report

TEST CO, DEMO GROUP, 1000 ARC
CORPORATION x

Income Item US Rate TeX BEffect Effect Ratce

Pre-Tax Book Income s1, 500,000 34.0000% $810, 000 34.0000%
Current. State Tax Provision $276,389 66.0000%2 $132,747 12.-.831%
Deferred State Tax Provision -562,5078 100.00600% -562,578 -dq.1°/19%
Total State Tax Provision $214,311 $120,169 8.0113¢%
MEALS 5§ ENTERTAINMENT 540,000 34.0000% 513, 600 0.9C67%
GOODWILL $740, 000 34.0G00% $251,6C0 16.7733%
lotal Permanent Differences $790,000 $255,200 17.6830%

— e v L e el AT TR R NIRRT e e T -

Total Adjs to Deferred Tax

Halances 50 50 0.0030%

Total Adijs to Deferred Tax

Balances [AT) S0 0.0000%
RaD CREDIT 545,000 3.0000%

Total Tax Adjustments $45,300 3.0000%

APBZ5 Adjustments $0 0.3000%

Effect Rates Different than

Statutory $20,031 1.3324%

Effect Ratce Changes in beferred 50 0.0000%

Effect Rate Diffs bw Curzent +

Leferred 50 0.0000%

Tax Provision 962,400 6d.0267%

ir-iral L Sl ¥ el b ae T L N e TR w

iinFere ™l

FIG. 7B
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Unit Deferred Balance Report (Fed Only)

TEST CO, DEMO GROUP, 1000 ABC CORPORATION x

Temporary Dif-erence Name 3eqginning Balance Ending Balance
BAD DEBT RESERVES 5105, 00C 3113,400
DEPRECIATION $805, 00C $€79, 500
INVENTORY RZISERVES $14, 00C $.1,935
ACCOUNTING CHANGE $50, 00C $81, 000

P A e e

total: 3974, 000 $1,089, 235
e e . 4t - S o

FIG. 7C
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Unit Deferred Balance Report (Fed+State)

TEST CO, DEMO GROUP, 1000 ABC CORPORATION x

Temporary Difference Name Beginning Balance Ending Balance
BAD DEBT RESERVES 5122, 550 $132, 3514
DEPRECIATION $939, 550 $1,026,968%
INVENTORY RESERVES $le6, 340 $13,930
ACCOUNTING CHANGE $50,000 $84,000
WARRANTY RESERVE $60,0C0 $109, 000

ool

total: $1,188,440 $1,366,253
s

FIG. 7D
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Unit Deferred Balance Report (State Only)

TEST CO, DEMO GROUP, 1000 ABC CORPORATION x

Temporary Difference Name Beginning Balance Ending Balance
BAD DEBT RESERVES 817,550 $18,954
DEPRECIATION $134, 550 $147,069
INVENTORY RESERVES 52,340 51,995
WARRANTY RESERVE $60,000 $109,000
total: $214,440 $277,018

FIG. 7E
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Unit Temporary Diffs Pre-Tax

TEST CO, DEMO GROUP, 1000 ABC CORPORATION x

Temporary Difference Name Beginning Balance Ending Balance
BAD DEBT RESERVES $300,000 $324,000
DEPRECIATION 2,300,000 $2,514, 000
INVENTORY RESERVES 240,000 £$34,100

[

total: $2,640,000 $2,872,100

FIG. 7F
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Unit Temporary Difference Summary Report

TEST CO, DEMO GROUP, 1000 ABC CORPORATION x

Current Non-Current Non-Current

Unlt Name turrent ASsets Liabilities Assets Liabilities
ABC CORPORATION X 31,089,235 S0 30 20
total: $1,089,235 SO $0 $0
current: $1,089, 235 non-current: $0

FIG. 7G
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Jan. 7, 2014

Unit Liability Report
TEST CO, DEMO GROUP, 1000 ABC CORPORATION x

Beginning

Sheet 41 of 71

Unit Name Balance Payments Refunds Adjustments
‘:BC CORPORATION $70,000 -$30,000 $90,000 $0O
total: $70,000 -$30,000 $90,000 $0

e e ) e e e e

US 8,626,619 B2

Curr Ending

GLF Adij Balance
$1,138,213 $0 $1,268,213
$1,138,213 S0 $1,268,213
e e
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Jan. 7, 2014

Unit Foreign/Domestic Summary Report

Sheet 42 of 71

TEST CO, DEMO GROUP, 1000 ABC CORPORATION x

Federal:

Current

Deferred

Equity Adjustment
Total Federal:

State:

Current
Deferred

Equity Adjustment
Total State:

Foreign:

Current

Deferred

Equity Adjustment
Total Foreign:

Total Tax Provigion:

Domestic:
Foreign:

Total:

FI1G.

SB861, 324
-5115, 235
SO

$276, 88%
-$62, 578
$0

20
$0
S0

Pre-Tax Book Income
$1, 500, 000
30

1,500,000

e e

11

US 8,626,619 B2

$746,083

$214,311

$0

$960, 400

Total Tax Provision
$960, 400
S0

e Sl i

5960, 400
e
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Unit Input Report (Local Currency)

TEST CO, DEMO GROUP, 1000 ABC CORPORATION x

Pre-Tax Bock Income 1,500,000
Unit Tax Rate 35.0000%
Beginning Deferred Tax Rate 35.0000%
Ending Deferred Tax Rate 35.0000%

Permanent Differences:

MEALS & ENTERTAINMENT 40,000
GOCDWILIL 740,000
Total Permanent Differences 780, 000

Temporary Differences:

BAD DEBT RESERVES 300,000 24,000 D 35% 35%

DEPRECIATION 2,300,000 214,000 0 35% 35%

INVENTORY RESERVES 40,000 -5, 9C0 0 35% 35%
Total Temporary Differences 2,640,000 232,100 0

After Tax Temporary Differences:

ACCOUNTING CHANGE 50,000 34,000 0
Total After Tax Temporary 50,000 34, 000 0
Differences

Tax Adjustments:
R&D CREDIT 45, 000

Total Tax Adjustments 45,000

FIG. 7J
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Unit State Provision Summary Report

TEST CO, DEMO GROUP, 1000 ABC CORPORATION x

Adjusted Federal Taxable Income $2,512,100
New Jersey $276, 889
Current State Tax Provision e ———————————— $276,08889
BAD DEBT RESERVES -51,401
DEPRECIATION -212,31°
INVENTORY RESERVES $345
WARRANTY RESERVE -549,000
State Deferred Provision T ————————— -9562,518
Equity Adjustment $0
Total State Tax Provision $214,311

el -y
e e

FIG. 7K
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Jan. 7, 2014

Sheet 45 of 71

Consolidated Provision Report

TEST CO, DEMO GROUP

Pre-Tax Book Income
- Deductible State Tax

MEALS & ENTERTAINMENT

GOODWILL
NON-DEDUCTIBLE EXPENSES

+ Permanent Differences

Financial Taxable Income

ADJUSTMENT TO DEF=RRED BALANCES

BAD DEBT RESERVES
DEPRECIATION

DEFERRED COMPENSATION
INVENTORY RESERVES

+ Temporary Differences

Federal Taxable Income

Federal Tax - Current

R&D CREDIT
+ Tax Adjustments

ACCOUNTING CHANGE

+ After Tax Temp Differences

Total Current Federal Provision

Begin Deferred Tax Per B/S
Ending Deferred Tax Per B/S

Offset to Equity
+ Deferred Tax Provision

+ APB25 Adjustnent

Total Federal Tax Provision

+ Total State Tax Provision

Total Tax Provision

Effactive Tax Rate

$40,000
$740,000
$56,000

$20,000
$24,000
$252,000
$120,000
525,967

$45,000

$34,000

$1,328,800
-51, 658,935
$7,133

i

FIG. 8A

US 8,626,619 B2

Vi€w _sunmary

$11,533,333
- $276,889

+ $836, 000

312,092,441

+ 5441, 967

$12,534,411

$4,235, 364

+ $45,000

+ $34,000

$4,314,3¢64

+ -$322,402
+ 50

$3; 991 ;_962

+ $214, 311

$4,206,273

36.4706%
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Consolidated Effective
Report

TEST CO, DEMO GROUP

Pre-Tnx PRook Tncome

Current State Tax Prcocvision
Deferred State Tax Provision

Total State Tax Provision

MEATS & ENTERTA-NMENT
CCODWILL
NCN-DEDUCTIBLE EXPENSES

Total Permarent Ditferences

ADCOSTMEND 'L'O DEFERXED BALANCLS
JRFERRED COMPENSATION

Total Adjs to Deferred Tax
Balances

Tolal Adjs to Deflerred Tax
Balances (AT)

R& CREDILIT

Total Tex Adjustments

APB2S Adjustments

nffect Rates Different than
Stetutory

zffcct Rate Changes in Deferred

Sffect Rate Diffs bw Current +
veferred

Tax Provision

Tax Rate

Sheet 46 of 71

US 8,626,619 B2

Tncome TLem S Rate TAax Effemt FF.ffect Rate
$12,533, 332 34 .0000% 53,021,333 34.0000%
276, 68¢ 6£66.0000% £182, 717 1.58B45%
-5¢2,578 100.0000% -5€2,57¢ ~0,.5426%
5214, 211 5120, 166G 1.C£13¢%
S40, GO0 24 .0000% $13, 800 (b._179%
$740, 600 24 0000% €251, 600 Z._315%
$55, 000 24 ,.0000% $19, 040 0._.651%
5836, 000 284, 24( 2.4645%
-$130, COO 24 .0000% -544, 200 —().2332%
-$130, CO0 34.0000% =544 200 ~(), 333%
-5260, COO -588, 400 -C.7a65%
SO G.000C0%

245, CCO C.390z%

FIG. 8B

M

545, COO 0.3902%
$0 0.000C%
~529,076 ~0.2521%
-$45,C00 -0.3302%
-52, 180 -0.018¢%

. T — —

54,206, C87 3€6.459C%

b il dra—i




U.S. Patent Jan. 7, 2014

Consolidated Deferred Balance Report (Fed Only)

TEST CO, DEMO GROUP

Temporary Jiffcrence Name
ADJUSTMENT TO DEFERRED BALANC=S
BALC DEBT RESERVES

DEFERRED COMPENSATION
DEPRECIATION

INVENTORY RESERVES

ACCOURTING CHANGE

total:

Sheet 47 of 71

Beginning Balance

US 8,626,619 B2

Ending Balance

$3,409 554,400
51095, 009 $113,400
$37,400 $122,409
$1,015, 300 51,235,100
3218, D00 $.43,635
550, 000D $€4, 000
1,328, 80GC 31,658, 335

T—— Ty b

—y T TR W KOS g g —

FI1G.

8C
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Consolidated Deferred Balance Report (Fed+State)

TEST CO, DEMO GROUP

Temporary Difference Name Beginning Balanace Znding Bulance
ADJUSTM=zZNT TO DEFZRRED BALANCES 33,4900 $54, 400
BAD LCEBYT RESERVES $122,550 $132, 354
DEFERRED COMPENSATION $37,400 $122.400
DEPRECIATION $1,149,550 s1,282,16%
INVENTORY RESERVES 5120, 340 5151, R3C
ACCOQUNTING CHANGE 530,300 584,000
WARRANTY RASERVE $€0,000 $133,030
total: $1,543,240 $1,935,953

FIG. 8D
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Consolidated Deferred Balance Report (State Only)

TEST CO, DEMO GROUP

Tempcerary Difference Name
ADCJUSTMENT 70O DEFERRED BALANCES
BAD DEBT RZSERVES

DEFERRED COMPENSATION
DEPRECZATION

INVENTORY RESERVES

WARRANTY RESERVE

total:

Sheet 49 of 71

i |

FI1G.

8E

Beginning Balance

US 8,626,619 B2

Ending Balence

S §9

$17, 550 518, 954
50 50

$134, 550 5147, 069
$2, 340 $1,995
$60, D00 $109, 000
$214, 440 $277,013
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Consolidated Temporary Diffs Pre-Tax

TEST CO, DEMO GROUP

Temporary Difference Name Beginning Balance Ending Balance
ADJUSTMENT TO DEFERRED BALANCES $10,000 $160, 000
3AD DEBT RLESERVES $3C60,000 $324,000
DEFERRED COMPENSATION $110,000 5360, 000
DEPRECIATION $2,900,000 53,152, 000
INVENTORY RESERVES 2530,000 5556, 900
total: $3,850,000 $4,552,900

g J——
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Consolidated Unit Summary Report

TEST CO, DEMO GROUP
tnit : Pre-Tax Book Federal Taxable Total Tax Effective Tax
et Unit Name Tt T Lo O
Code T Income Income Provision Rate
1900 ABC CORPCRATION x $1,500, 00C $2,235,211 5960,400 54.0267%
2000 DEEF CORPORATICON X -$300, 000 ~-5176, 000 -5117,300 39.1000%
4300 XYZ CORPQRATION x $333, 333 5335,200 $51,573 15.2720%
teset rest $10,000, 000 510,140,000 $3,311, 600 33.1150%
total: $11,533,333 $12,534,411 $4,206,273 26.4706%
et ettt ppesFvice !

FIG. 8G
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Consolidated Liability Report

TEST CO, DEMO GROUP
. Beginning . . Erding
Unit Name Balance Payments Refunds Adjustments CTP Curr Adj Balance
ABC " B

~ORPORATTION x S$70,000 $30,000 590, 000 SO0 $1,138,213 30 81,268,213
DLE $0 $0 $0 s0  -$&%,600 $0 $61, 600
CORPORATION x =’ ’
rest $0 $0 50 S0 $3,447,600 S50 $3,447,600
XYZ o e o o o r

CORPORATTON x 50 50 50 50 567,040 S33,520 $100, 560
total: $70,000 -%30,000 $90, 000 S5C 54,591,253 533,920 54,754,113

. ]
e e W T I T R R



U.S. Patent

Jan. 7, 2014

Sheet 53 of 71

Consolidated Foreign/Domestic Summary Report

TEST CO, DEMO GROUP

Federal:

Current

Deferred

Equity Adjustment
Total Federal:

State:

Current

Delerred

Equity aAdiustment
Total Statce:

Foreign:
Current
Deferred
Equity Adjustment

Total rForeign:

Total Tax Provision:

Demestic:
Forelgn:

Total:

FI1IG. 81

S4,247,3%24
~-$306, 93¢&
$0

$276, 889
-$62,578
$0

s Rl Sl PR T T Tyt el e T

367,040
-$1%,4%87
$0

Pre-Tex Book Income
511, 200, 000
$333,333

$11, 533,333

- by y——mr Y —ETTT
= i epy— ———

US 8,626,619 B2

$3,940, 389

5214, 311

$91,C213

51,206,273
U ——

Total Tax Provisien
S4,154, 700
$51, 573

iy

$4,206,213

T
iyt
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Consolidated State Provision Summary Report

TEST CO, DEMO GROUP
Adjusted Federal Taxable Income 512,476,100
New Jersevy $276¢,88%¢
Current State Tax Provision . e m— $276,889
ADJUSTMENT TO DEFERRED BALANCES 50
BEAD DEBT RESERVES -51,404
DEFERRZD COMPENSATION 50
DEPRECIATION -512,519
INVENTORY RESERVES $345
WARRKANTY RESERVE -549,000
State Deferred Provision e oo -S62Z2,578
Equity Adjustment $0
Total State Tax Provision 5214, 311

= - ———————

FIG. 8J
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subConsolidated Provasion

Report

TEST CO, DEMO GROUP, BUSINESS PLAN

A
2re=-Tax Book Income $1,533,333
- Deductible State Tax - $276,889
MEALS & ENTERTAINMENT $40, 000
GOODWILL $740, 000
NON-DEDUCTIBLE EXPENSES $56, 000
+ Permanent Differences e T e e — + 5836,000
Financial Taxable Income 52,092,444
BAD D=ZBT RESERVES $24,000
JEPRECTATION $252,000
INVENTORY RESERVES $25,967
+ Temporary Differences e e————r——C——————— + $301,967
Federal Taxable Inconme $2,394,411
Federal Tax - current S7T87,764
ReD CREDIT $45,000
+ Tax Adjustments et P e + 345,000
ACCOQUNTING CHANGE $34,000
+ After Tax Temp Differences e T + $34,000
Total Current Federal Provision S866, 761
Begin Deferred Tax Per B/S 51,288,000
Ending Deferred Tax Per B/S -$1,482,135
Of fset to Equity 87,733
+ Defurred Tax Provisicn + -5186,402
+ APB25 Adjustment + $0
Total Federal Tax Provision 5680, 362
+ Tctal State Tax Provision + 5$214,311
Total Tax Provaision 5884,673
Effective Tax Rate £8.3483%

FIG. 9A
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SubConsolidated Effective Tax
Rate Report

TEST CO, DEMO GROUP, BUSINESS PLAN

A
Income Item US Rate Tex Eifect Effect Rate
Pre-Tax Book Income 51,533,333 34.0000% $821,333 34.0000%
Current State Tax Provision 5276,889 66.00003% 5182,747 11.9183%
Deferred State Tax Provision -562,578 100.0000%2 -$62,578 -4 _.0812%
Total State Tax Provision $214,311 $12Q,169 7.8371%
MEALS & ENTERTAINMENT $40, 000 34.0000% 513, 600 0.8870%
COODWILL $740, 000 34.0000% $2531, 600 16.4087%
NON-DEDUCTIBLE EXPENSES $56,000 34.0000¢% 519,040 1.2417%

Tetal Permanent Differences 5836, 000

b s
L

284,240 18.5374%

Total Adys to Deferred Tax
Balances $0 50 0.0000%

-

Total Adjs to Deferred Tax

Balances (AT) 30 0.0000%
R&D CREDIT 340,000 2.5348%

Total Tax Adjustments 545, 000 2.9348%

APB25 Adjustments $C 0.0000%

Effect Rates Different than

Statutory -529,076 -1.8962%

Effect Rare Changes in Deferred -545,000 -2.9348%

Effect Rate Diffs bw Current -

Deferred -32,1380 -0.1422%

Tax Provision 5894, 4387 58.3361%

—

FIG. 9B
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SubConsolidated Deferred Balance Report (Fed Only)

TEST CO, DEMO GROUP, BUSINESS PLAN A

Temporary Difference Name Beginning Balance Ending Balance
BAD DEBT RESERVES 105,000 $3113,400
DEFRECIATION 51,015,000 51,135,100
INVENTORY RESERVES $118,000 $149, 635
ACCOUNTING CHANGE 550,000 S84, 000
total: 51,288,000 $1,482,135

il R - -
L il

—

FIG. 9C
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SubConsolidated Deferred Balance Report (Fed+State)

TEST CO, DEMO GROUP, BUSINESS PLAN A

Temporary Difference Name Beginning Balance Endinc¢ Balance
BAD DEBT RESERVES $122,550 $132, 354
DEPRECIATION $1,149, 550 $1,282,1608
INVENTORY RESERVES $120, 340 3151, 630
ACCOUNTING CHANGE £50,000 sB4,000
WARRANTY RESERVE 560,000 $109,000
total: $1,502,440 $1,759,153

I —r

FIG. 9D
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SubConsolidated Deferred Balance Report (State Only)

TEST CO, DEMO GROUP, BUSINESS PLAN A

Temporary Difference Name Beginning Balance Ending Balance
BAD DEBT RESERVES $17, 550 $18, 9519
DEPR=2CIATION $134,550 $147,069
INVENTORY RESERVES 52,340 51,9895
WARRANTY RESERVE $60,000 $109,000
total: $214,440 $277,018

FIG. 9E
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SubConsolidated Temporary Diffs Pre Tax

TEST CO, DEMO GROUPFP, BUSINESS PLAN A

Temporary Difference Name Beginning Balance End_ng Balance
BAD DEBT RESERVES $300, 000 $324,000
DEPRECIATION 52,900,000 $3,152,000
INVENTORY RESERVES $530, 000 $550, 500
total: $3,730,C00 $4,032, 600

iy e . - T  a ———— eyl S

FIG. 9F
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SubConsolidated Temporary Difference Summary Report

TEST CO, DEMO GROUP, BUSINESS PLAN A

Unit Name Current Assetrs

ABC CORFORATION X 1,08¢,235
DEF CORPORATION X $0
XYZ2 CCRPORATION X $0
total: $1,089, 235

current:

Sheet 61 of 71

Current
Liabilities

3¢
SQ
1§

50
$1,089,235

FIG. 9G

Non-Current
Assets

50
$279,70C
+113, 20C

2392, 90C

non—current:

US 8,626,619 B2

Non-Current
Liabilities
$C
$C

30

$0
$392, 500
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SubConsolidated Unit Summary Report

TEST CO, DEMO GROUP, BUSINESS PLAN A

AL onts ams precfeaoor FudesalTmable ol Tex Bffectived
1000 ABC CORPORATION X $1,500,000 $2,235,211 $960,400 6<£.0267%
2000 DEF CORPORATION x -$300, 000 -$176,000 -$117,300 39.1000%
4000 XY¥2 CORPORATION x 5333, 333 $335,200 $91,573 15.4720%

o oo P Y S USIOE  Ugunjgenheeemnlole e e e ———— g —

total: $1,533,333 $2,394,41] $8%94,673 58.2483%

g L

FIG. 9H
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SubConsolidated Liability Report

TEST CO, DEMO GROUP, BUSINESS PLAN A

Unit Name Balance Payments Refunds Adjustments CTP Curr Ad) Balance
ABL $70,000 -%$30,000 590,000 $0  $1,13B,213 S0 $1,268,213
CORPORATION x
DEF 30 $0 50 S0 -$61,600 S0 -§61,600
CORPQRATION X
XY 7, S0 S0 50 $0 $67,040 $33,520 $100, 560
COGRPORATION X
total: $70,000 -5$30,000 $90,000 $0 $1,143,653 $33,520 $1,307,173

WS ey e —— ¥ T ——
e oy sy P g

FIG. 9T
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Jan. 7, 2014 Sheet 64 of 71

SubConsolidated Foreign/Domestic Summary Report

TEST CO, DEMO GROUP, BUSINESS PLAN A

Federal:

Current STYY, 124

Deferred -3170, 935

Equity Adjustment S0
Total Federa:: S 5628, 78¢
State:

Current $2706,886

Deferred -562,078

Equity Adjuslment $C
Total State: e $224,311
Foreign:

Current $67, 040

Deferred -515,467

Equity Adjustment $C
Total Foreign: — - 551,573
Taotal Tax Provision: $894,073

Pre-l'ax HBook income

rh il ol B 0 S B Y T B | R

Tota. Tax Provisiaon

Dcmestic: $1,200, 000 S8432,100
Foreign: $333,333 $51,573
Total: $1,533,333 S894,673

FIG.

9J




U.S. Patent Jan. 7, 2014 Sheet 65 of 71 US 8,626,619 B2

SubConsolidated State Provision Summary Report

TEST CO, DEMO GROUP, BUSINESS PLAN A

Bdjusted Federal Taxable Income $2,3386,1C0
New Jersey $276,889
Current State TaxX Provision s $27¢,8E9
BAD DEBT RESERVES -$1,4CH4
DEPRECIATION -312,5189
INVENTORY RESERVES $345
WARRANTY RESERVE -549,000
State Deferred Provision —_———————rr—— -562,578
Equity Adjustment $J
Total State Tax Provision $214,311

FIG. 9K



Total State Tax Provision

FIG. 10A

U.S. Patent Jan. 7, 2014 Sheet 66 of 71 US 8,626,619 B2
State Provision Report
TEST CO, DEMO GROUP, {(1000) ABC
CORPORATION x - Naw Jersey
Federal Taxable Income (Before State Taxes) 52,512,100
PCLLUTION CONTROL $20,000
+ Modifications ~ 520,006
BAD DEBYT RESERVES 50
DEPRECIATION 50
TNVENTORY RESERVES 50
+ Temporary Difference Deltas - $C
Allceable ITncome $2,532,100
* Apportionment % + 109.00G0%
Apportionakle Income $2,0532,100
* State Tax Rate * 4_0000%
Tax Before Credits $227,889
+ State Tax Adjustments + 50
WARRANTY RESERVE $49,000
+ After Tax State Temp Diffs + 546,000
Current State Tax Provision $276,889
Beginning Deferred Tax Per B/S $214,440
Ending Deferred Tax Per B/S -$277,018
+ Deferred Tax Provision + -$62,578
+ APB25 Adjustment + 30

r " i

5214,311
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State Deferred Balance Report

TEST CO, DEMO GROUP, (1000) ABC CORPORATION x - New Jersey

Temporary Difference Name Beginning Balance Ending Balance
BAD DEBT RESERVES $17,550 $18,954
DEPRECIATION $134,550 $147,068
INVENTORY RESERVES $2,340 $1,995
WARRANTY RESERVE $60,000 $109,000
total: $214,440 $2717,018

D iy i
B T T

FIG. 10B
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Consolidated Return To Provision Rec  TAX: FY 2001 Retum PROV: FY 2001 Provision DIFF:

TSiinc

Pro-Tax Bogk Incoms
Deductible State Tax

Permanent Differences.

Meals & Entertainment
Goodwill
Officer's Life insurance

Total Permanant Differences

Financia! Taxable Income
Temporary Differences:
Bad Debt Reserve
Depreciation
Leasing Revenue
Liigation Reserva
Amortization of Fees
Total Temporary Diffarences

Fedoral Taxable income
Unit Tax Rate
Fedaral Tax - Current

Tax Adjustments:
Tax Reserves

Total Tax Adjustments

After Tax Temp Differences:.

APB 23
AMT Credit

Total Afer Tax Temp Differences
Total Cumment Federal Pravision
Deaferred Tax Provision:

Begin Deferred Tax Per B/S
Ending Deferred Tax Per B/S
CTA

OCli

Total Dafemmed Tax Provision

APB25 Adjustment

Total Federal Tax Provision
Total Stete Tax Provision
Total Tax Provision
Effective Tax Rate

TOTAL

$25,500,000.00
$0.00

$119,000.00
$280,000.00
$60,000.00

$459,000.00

$25,859,000.00

$2,500,000.00
$2,650,000.00
$200,000.00
$160,000.00
$100,000.00

$5,600,000.00

$31,569,000.00

35.00%

$11,045,650.00

$850,000.00

$850,000.00

$130,000.00
$30,000.00

$160,000.00

$12,055,650.00

$1,585,000.00
$4,305,000.00
$0.00
$0.00

($2,710,000.00)

$0.00
$9,345,650.00
$0.00
$5,345,650.00

36.65%
FIG. 12B

TOTAL TOTAL

$27,133,333.33 ($1,633,333.33)
$1,495,820.00 ($1.495920.00)

$260,000.00 $20,000.00

$2,601,666.86 ($2,142,666.66)

$28,239,079.99 ($2,280,078.99)

$2.000,000.00  $500,000.00
$0.00 $2,650,000.00
$0.00  $200,000.00
$0.00  $150,000.00
$0.00  $100,000.00

$1,236,666.68 $4,363,333.34

$290,475,748.68 $2,083,253.34
25.00%

$10,539,094.66 $508,655.34

($993,333.33) $1,843,333.33

($2,593,333.34) $3,443,333.34

$130,000.00 $0.00
$0.00 $30,000.00

($140,000.00)  $300,000.00

$7,805,761.33 $4,249,888.67

$2,152,500.00 ($557,500.00)
$2,152,000.00 $2,153,000.00
$9,333.33 ($9,333.33)
($70.000.00) $70,000.00

($60,166.66) ($2.649,833.34)

($7,500.00) $7,500.00
$7.738,084.66 $1,6807,555.94
$1,388,640.00 ($1,388,640.00)
$9,126,734.66 $218,915.34

33.64%
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INFORMATION PROCESSING SYSTEM AND
METHOD FOR MANAGING AND

DETERMINING TAX INFORMATION

CROSS-REFERENCE TO RELATED
APPLICATIONS

This 1s a continuation application of application Ser. No.
12/592,388 filed on Nov. 24, 2009, now U.S. Pat. No. 7,991,
660 which 1s a continuation of application Ser. No. 10/284,
977 filed on Oct. 31, 2002, 1ssued as U.S. Pat. No. 7,627,504
on Dec. 1, 2009, both of which are hereby incorporated by
reference.

COPYRIGHT NOTICE

A portion of the disclosure of this patent documentation
contains material that 1s subject to copyright protection. The
copyright owner has no objection to the facsimile reproduc-
tion by anyone of the patent document or patent disclosure, as
it appears 1n the U.S. Patent and Trademark Office patent files
or records, but otherwise reserves all copyright rights what-
SOEVeT.

BACKGROUND OF THE INVENTION

1. Field of the Invention

The present invention relates to an information processing,
system and method for determining and maintaining tax-
related information among a plurality of business enterprises.

2. Related Art

Previously, the tax data of a company was typically orga-
nized in a “stovepipe” configuration, with U.S., state, and
foreign data stored in separate ““silos” that prevented 1ts use
for anything other than compliance. Because the data was
stored 1n an unstructured format, 1t could not be re-used to
support the planning needs of the business. This data had to be
re-worked for each planning project and each time managers
tried to analyze the tax efiects of a changing business envi-
ronment.

The drawbacks of prior methods are shown below:

1. Tax data used to prepare the financial statements of the
company did not serve any other purpose. A great deal of time
and effort was spent gathering data that was used to complete
the tax footnote section of the financial statements under
Generally Accepted Accounting Principles (“GAAP”) or
International Accounting Standards (“IAS”), but was not
used again because i1t was difficult to retrieve and re-use.

2. The most common way that companies prepared the tax
accounts required in their financial statements was to create
complex spreadsheets that were organized 1n highly individu-
alistic ways. Typically, the referencing system was the cre-
ation of a single person who was responsible for one outcome.
While spreadsheets could be linked to each other, the main-
tenance of these links was a labor-intensive process. When
references shifted to deal with changes 1n the business, such
as new units or new taxes, the fragile referencing system
broke down and workers spent a great deal of time managing,
their spreadsheets and reconciling them to each other.

3. The manner 1n which this tax data was stored was very
dependent upon the author of each spreadsheet. As a result,
employee turnover could create serious gaps inthe tax history
of the business; each new employee had to re-create the tax
data in their own style with a new umque system of refer-
ences. In practice, each old system of unstructured spread-
sheets was replaced by a new unstructured system every time
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2

an employee turned over. This made the comparison of tax
results over time a difficult task.

4. The tax planners for the company were often lawyers,
rather than accountants, and were not familiar enough with
accounting conventions to use this information stored in
spreadsheets without support from the accounting staff. They
would generally request this data on an ad hoc basis using
accountants to test out various tax planning strategies and
structures. This was a highly inetficient process fraught with
misunderstandings and judgment errors.

5. Comparability of tax data was difficult from year to year
and from entity to entity because each year and each entity
could be prepared by a different person using a unique refer-
encing system. Sometimes the same person would use a dii-
ferent referencing system to accommodate a particular set of
facts unique to that time period or that enfity.

6. Since there was not a single system 1n which to store the
data, it was also gathered 1n a number of different ways:
domestic mnformation was often pulled from general ledgers
in a manual process and then loaded into spreadsheets. For-
eign information for each local entity was pulled from local
general ledgers, tax computations were made by hand and
then the mformation was compiled into spreadsheets which
were sent to a corporate office for re-entry into another
spreadsheet for final consolidation. The process was difficult
to 1improve because the data gathering, the computations and
the final consolidation all took place 1n an unstructured envi-
ronment with multiple points of data entry.

7. At the final level of consolidation, the tax results of the
company needed to be compared to other businesses for pur-
poses o benchmarking This was an inefficient process due to
the lack of standard analytical tools and the lack of a standard
way to exchange data in environments that did not share a
common platform. These deficiencies prevented analysts
inside and outside the company from comparing the tax
accounts of one firm to another firm.

8. When the business prepared its tax returns, 1t was
required to revisit this process 1n a completely different light.
The estimates used 1n the preparation of the financial state-
ments were not allowed, meaning that the company had to
re-do the financial statement calculations using actual data
rather than estimates. Additional detail was also required to
complete all of the supporting statements 1n the tax return.
These computations were typically stored 1n a database that
had been written to support the U.S., state or foreign tax
returns of the company and was separate from the database
used to support the U.S., state and foreign tax provisions
reported 1n the financial statements.

9. The transfer of data from legacy systems into either a
structured or unstructured environment was complicated by
the fact that each chart of accounts was diflerent, retlecting
the unique operating history of the business. The automation
of this transfer by mapping each account was a laborious and
time-consuming process that required a great deal of mainte-
nance.

10. Comparability of tax data produced by the system with
other business organizations for purposes of benchmarking
and analysis was complicated by the umique referencing sys-
tems of each business.

To summarize, prior art methods require the use of multiple
pools of data which could not be readily integrated and where
data could not be re-used. The existing systems were held
together by unstructured spreadsheets that were highly indi-
vidualistic and required a great deal of maintenance. In this
environment, comparability of internal data across legal enti-
ties or time periods was very uncertain; comparability with
other companies was difficult because there were no stan-
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dards. The data gathering process mirrored this 1netficiency
because units were required to report the same or similar data
multiple times 1n a “stovepipe” environment.

SUMMARY OF THE INVENTION

A system of the present invention comprises a multi-user
information processing system for determining tax provision
information that comprises:

a. a source database storing data for determining tax pro-
vision information;

b. a calculation engine for performing information process-
ing operations on said data stored 1n said source database for
determining tax provision information;

c. a transformed database for storing tax provision infor-
mation determined by said calculation engine; and

d. a reporting engine for producing reports using informa-
tion from said transformed database.

A method of the present invention comprises a multi-user
information processing method for determining tax provision
information that comprises:

a. providing a source database;

b. storing data for determining tax provision information in
said source database;

c. performing information processing operations on said
data stored 1n said source database for determining tax pro-
vision information on data stored 1n said source database:

d. storing tax provision information determined by said
information processing in a transformed database; and

¢. producing reports of tax provision information using
information from said transformed database.

BRIEF DESCRIPTION OF THE DRAWINGS

FI1G. 1A 1s atlow chart that describes the architecture of the
present mvention including the hardware configuration and
connectivity architecture of the system; FIG. 1B 1s a screen
print of a computer monitor display by the system of the
present invention and illustrates the Control Center and Menu
feature.

FIGS. 2A-2D are screen prints of a computer monitor
display by the system of the present invention and 1llustrate
drop down boxes 1n the Control Center feature and overall
navigation features of the system of the present invention.

FIGS. 3A-3M are screen prints of a computer monitor
display of the present invention and illustrates a preferred
user interface for setting up datasets, including year, fiscal
period and group tax rate with options for copying datasets
and rolling over information from prior periods and also
illustrate a preferred user interface for setting up categories to
control business units, temporary differences, permanent dii-
ferences and tax adjustments and a spreadsheet to expedite
this process with an electronic upload of federal data and
which 1s provided with the system as well as spreadsheet
entry.

FIGS. 4A-4H are screen prints of a computer monitor
display of the present invention and illustrate a preferred user
interface for setting up categories to control state tax modifi-
cations and adjustments and spreadsheets to expedite this
process with an electronic upload of this state data and which
1s provided with the system.

FI1G. 5 15 a screen print of a computer momtor display of the
present mnvention and 1llustrates a preferred interface for set-
ting up users.

FIGS. 6 A-6F are screen prints of a computer monitor dis-
play of the present invention and illustrate a preferred user
interface for setting up unit information and 1llustrates a pre-
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4

ferred user interface for entering, viewing and modifying
business unit tax rate, temporary differences, permanent dif-

ferences, different tax rates used to compute deferred tax
items and tax adjustments and a spreadsheet designed to
expedite the importation of figures with an electronic upload
and which 1s provided with the system.

FIGS. 7A-7K are examples of reports created by the sys-
tem of the present invention that are available at the business
unit level.

FIGS. 8A-81] are examples of reports created by the system
ol the present invention that are available at the consolidated
level.

FIGS. 9A-9K are examples of reports created by the sys-
tem of the present invention that are available at the sub-
consolidated level.

FIGS. 10A-10B are examples of state reports created by
the system of the present invention which 1s available at the
unit level.

FIG. 11 1s a screen print of a computer monitor display of
the present invention and illustrates a preferred interface for
importing number information.

FIGS. 12A-12C are screen prints of a computer monitor
display of the present invention and illustrate a preferred user
interface for selecting tax return datasets and tax provision
datasets and examples of tax return to tax provision reports.

DETAILED DESCRIPTION OF THE PREFERRED
EMBODIMENT

The present invention comprises a multi-user information
processing system and method for determining tax provision
information. The system generally comprises:

a. a source database storing data for determining tax pro-
vision information;

b. a calculation engine for performing information process-
ing operations on said data stored 1n said source database for
determining tax provision mformation;

c. a transformed database for storing tax provision infor-
mation determined by said calculation engine; and

d. a reporting engine for producing reports using informa-
tion from said transformed database.

The method generally comprises:

a. providing a source database;

b. storing data for determining tax provision information in
said source database;

c. performing mformation processing operations on said
data stored 1n said source database for determining tax pro-
vision information on data stored 1n said source database;

d. storing tax provision mformation determined by said
information processing in a transformed database; and

¢. producing reports of tax provision information using
information from said transformed database.

Corporations doing business 1n various different taxing
jurisdictions are required to make complex calculations to
ensure that each country, state and local government receives
their fair share of the company’s income. These calculations,
which are included 1n their financial statements, must include
allowances for taxes owed 1n past years, the current year, and
future years. In general, the tax expense associated with pre-
tax book income, and which 1s payable within one year or
less, 1s recorded 1n the income statement as the current tax
provision. The offset to this charge (or benefit) 1n a double
entry accounting system 1s normally a credit (or debit) to the
taxes payable account. The tax expense associated with pre-
tax book income and which 1s payable 1 a future period 1s
recorded as the deferred tax provision. The offset to this
charge (or benefit) 1s normally a credit or debait to the deferred
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tax balance. The deferred tax balance represents the sum of all
such entries over the history of the company and summarizes
all Tuture taxes due (deferred tax lhabilities) or future tax
benefits (deferred tax assets).

The tax computations reported to the U.S. Securities and
Exchange Commission (“SEC”) are usually made under
GAAP; the tax computations reported by corporations doing
business outside the U.S. are governed by local accounting,
standards or the IAS. In addition, certain regulatory bodies 1n
the insurance and securities businesses require these tax com-
putations to be made under 1industry specific standards. The
revenue authorities 1n each country, including the Internal
Revenue Service, maintain tax accounting standards that are
different from the financial accounting standards noted
above. In addition, the Internal Revenue Service requires
certain taxpayers to compute their Alternative Minimum Tax
separately under Section 35 of the Internal Revenue Code.
Individual states and municipalities represent still another
method of tax accounting.

Corporations must maintain records that support all of
these different computations and are required to produce
detailed support to outside auditors from accounting firms,
government regulatory bodies, and U.S. and foreign revenue
authorities. All of the different reporting standards must be
reconciled to the satistaction of these outside auditors. Inter-
nal reconciliations must also be made to satisy management
that the tax accounts of the company are under control and
that the company 1s meeting 1ts compliance and reporting
responsibilities. These reconciliations can be found in the
deferred tax accounts that track the differences between the
federal tax return and the financial statements, the state tax
returns and the financial statements and all tax returns and the
accounts prepared under various other regulatory guidelines.

The computation of the tax provision reported 1n the com-
pany’s financial statements 1s of key concern to investors
because 1t can represent a significant portion of the compa-
ny’s earnings per share. This 1s an important factor 1n evalu-
ating the company’s price-earnings multiple and ultimately
its stock price and valuation.

In a large multinational enterprise, the raw data needed to
compile the tax accounts 1s dertved from various legal entities
around the world. The raw data must be translated into U.S.
dollars and conformed to the appropriate accounting stan-
dard.

From a planning point of view, companies need to under-
stand how taxes will affect their business strategies. They
must test new business structures to determine the impact on
their unique tax history. For companies doing business in
multiple jurisdictions, 1t can be very difficult to accurately
project the tax effect of acquiring or divesting a business,
particularly when that business is itself ivolved 1n cross-
border transactions.

Managers need a system that can control all of the various
differences between tax reporting and financial statement
reporting across a multitude of taxing jurisdictions. Once this
data has been efficiently captured 1n a database format, 1t can
be re-used to estimate the effect that changes in the business
will have on the tax picture of the company. Changes in tax
assumptions can then be measured against a static or dynamic
business strategy.

Most companies prepare tax accounts that support the
financial statements and tax returns using unstructured for-
mats such as spreadsheets and manual work papers. Because
these sources are unstructured, the data cannot readily be
retrieved and re-used. Tax return systems cannot provide this
environment because tax returns are different in each country
due to language differences and the differences 1n accounting
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conventions. As a result, previously there was no central
structured database of tax information that could support the
financial statements, the tax returns and the planning needs of
the company. The necessary tax data had to be reworked for
cach new set of queries. Comparability of these ad hoc solu-
tions was almost impossible because the data 1s drawn from a
variety of unstructured sources.

Accordingly, there 1s a need for a single database, specifi-
cally designed to meet the tax compliance and planning needs
of the company 1n all taxing jurisdictions, and that will permat
the re-usability and comparability of data in a dynamic envi-
ronment. This database must be able to accept data 1n a variety
of ways, including an electronic bridge from legacy systems,
client-server configurations, and the Internet. A standard soft-
ware language that 1s independent of platform or software,
such as extensible markup language (XML), 1s needed to
allow the database to accept data from different legacy sys-
tems. The reporting system must include analytical tools that
can compare the tax accounts of the business to other busi-
nesses, using a standard language such as XML.

The present invention provides a computerized system that
optimizes the after-tax income of a business while storing tax
information in a database specifically designed to meet the
tax reporting requirements ol shareholders, management,
regulators, outside auditors, and revenue authorities. The sys-
tem of the present invention allows the business to use the
same data to meet compliance and planming needs across a
dynamic range of legal entities and time periods. Because the
necessary data 1s stored 1n one database, the accessibility and
comparability of the data 1s enhanced by an XML referencing
scheme.

The present invention provides a computerized system for
managing the mcome tax compliance and planning activities
ol a business within a single architecture. The database has
been specifically designed to meet the tax accounting require-
ments of the business and stores critical data needed to satisty
management, regulatory and tax reporting needs. The calcu-
lation engine, which allows the re-use of data, supports the
planning efforts of the firm to predict and control 1ts future tax
expense, thereby optimizing its after-tax income, earnings
per share and the share price of the firm. The computerized
system of the present invention allows a business to project its
core tax data over a dynamic range of time periods and legal
entities using a user-defined, unlimited number of potential
“what 11 scenarios. In this way, any number of structures can
be modeled and projected using the unique tax history of the
company. The modeling features can also be extended to
include potential audit adjustments to prior years. The data-
base can be populated through the server directly from the
legacy systems of the company, via the Internet, through a
client-server connection, or any combination of the three
XML 1s used as a medium between the database and the
external data source, thereby allowing the free flow of
indexed data from diverse legacy systems to the database.
These different data transter options provide a high degree of
flexibility 1n gathering data from local and remote sources,
while preserving the utility and benefits of a single architec-
ture. Reports are also written in XML that facilitates the
comparison of the tax accounts of the business with those of
other firms. Analytical tools are provided so users can com-
pare the tax profiles of different companies using standard
parameters.

A preferred system of the present invention will include the
following features:

1. A single database designed to manage the firm’s income
tax liabilities and maximize its after-tax mcome 1 compli-
ance with the law;
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2. An efficient data gathering method that can pull data
from local and remote legacy systems in an automated fash-
1on from other countries in other currencies;

3. Software tools to provide comparisons with other busi-
nesses by reference to a standard;

4. An interface designed to simplify the input of accounting
data so that all of the complex computations are done by the
system of the present invention and that data 1s re-used when-
ever possible, thereby reducing the complexity of the proce-
dure to the user;

5. A unmiversal referencing scheme that the business can use
to transfer and compare tax data;

6. Various methods of exporting reports as paper reports,
spreadsheets, or web screens.

A tax provision 1s the tax expense or benefit reflected 1n the
income statement and balance sheet of a company’s financial
statements. The term “engine” refers to a soltware program or
module for performing the stated function. The term “bridge”
refers to a customized utility to automate the process of
extracting data from an external data source and transforming
that data 1into a format that can be imported 1nto the system of
the present invention by the Import Engine. A bridge 1s an
application that maps key accounts from the general ledger,
computes certain Permanent and Temporary Diflerences
between book income and taxable income and then automati-
cally loads the information 1nto the system. The bridge can
also be used to adjust year to date results to arrive at the
quarterly data. Adjusting journal entries are also automati-
cally prepared within the bridge.

Further, an information system of the present invention 1s
designed to manage the mcome tax expense ol a business
within a single architecture and may comprise the following
components:

A Source Database to store all of the raw data necessary to
produce the mcome tax provision. The Source Database 1s
specifically structured for tax reporting purposes and includes
the following categories of data: pre-tax permanent and tem-
porary differences, tax adjustments, tax rates, foreign cur-
rency exchange rates, state modifications, state temporary
and permanent differences, state tax adjustments, state tax
rates, tax payments and tax refunds. These are raw inputs that
are the foundation for tax calculations. The data 1s stored 1n 1ts
source or local currency.

A Calculation Engine to perform all of the operations
needed to generate a tax provision. The operations include
computation of current and deferred tax provisions; current
and deferred tax balances; domestic, foreign and state (in-
cluding political subdivisions such as municipal) tax
expenses; cumulative tax adjustment (CTA); other compre-
hensive mcome (OCI); effective tax rate; foreign currency
exchange; and return to provision. The Calculation Engine
takes 1ts input data from the Source Database and stores its
results 1n the Transformed Database.

A Transformed Database to store the tax provision result-
ing from the Calculation Engine. All of the data are stored 1n
the base currency of the consolidated group of business units,
such as U.S. dollars. The Transformed Database supports
unit, consolidated, and sub-consolidated views of the data.

A Source Data Maintenance Engine to manage the process
of requesting data from the Source Database and inputting
data 1nto the Source Database including, but not limited to,
manual updates using nput screens and spreadsheets and
bridges via the Import Engine. The Source Data Maintenance
Engine also supports maintenance of the administrative data
including the setup of business units, pre-tax permanent and
temporary differences, tax adjustments, tax rates, foreign cur-
rency exchange rates, state modifications, state temporary
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and permanent differences, state tax adjustments, state tax
rates, tax payments and tax refunds.

An Import Engine to transform the contents of import data
files into commands to the Source Data Maintenance Engine
that are then processed by the Source Data Maintenance
Engine.

A Reporting Engine to produce pre-formatted reports
using data from the Transformed Database. These reports can
be produced 1n a variety of formats including HTML (Hyper-
text Markup Language), XML (Extensible Markup Lan-
guage) and Microsoft EXCEL. These reports, which are
available at the unit, sub-consolidated and consolidated level
include the following:

—

Tax Provision

Tax Provision Excel Export
Effective Tax Rate

Deferred Balances (Federal only)
Deferred Balances (Federal/State)

Deferred Balances (State Only)
Temporary Differences (Pre-Tax)
Temp Ditlerences Summary (Federal Only)

Unit Summary

Liability

Foreign/domestic Summary

State Provision Summary (Domestic)

Provision Journal Entry

Return to Provision Reconciliation

State-Specific Provision

A Client Application to interface with the end user by
interacting with the Source Data Maintenance Engine for data
entry purposes, by mteracting with the Reporting Engine for
reporting purposes and also by interacting with the Import
Engine for importing data. The interface contains data input/
review screens that orgamize the data input process into logi-
cal groupings. For example, all federal input is separated from
state input through the use of different screens.

The Calculation Engine may automatically synchronize
the data in the Transformed Database upon changes to the
Source Database. The Source Data Maintenance Engine may
provide a tax provision interface and may perform all the
work necessary to translate the requests into the appropriate
database commands. The transformed database may contain
all of the information necessary to service tax provision and
analytical needs without having to request information from
the Source Database. Desirably, the present invention may
provide a single architecture to accept data from local and
remote locations, including applications 1n a single user envi-
ronment, a client-server environment, and Internet/intranet/
extranet environments. It may provide a single architecture
that employs XML to synchronize the transfer of legacy data
into the Source Database or that reports in XML to facilitate
the transier of transformed data out of the system into other
systems.

Further, a computerized system of the present invention
may comprise the following procedures:

Setup of database to reflect the ownership of legal entities
of the business and the unique tax history of each entity,
including states and foreign jurisdictions where the entity 1s
engaged 1n business. Unique permanent and temporary dii-
ferences between the financial statements and the tax return
are also setup for all entities as a master control for the entire
consolidated business. The processes are performed through
the Client Application by the Source Data Maintenance
Engine.

Cleansing of data at source. This requires the normaliza-
tion of data derved from legacy systems to conform to the
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setup ol the database for the entire organization. The data are
stored 1n the Source Database.

Load data from legacy systems using soitware bridges that
automate the flow of data through the Import Engine and then
the Source Data Maintenance engine into the Source Data-
base. Legacy systems can include general ledgers, stand-
alone spreadsheets, such as Microsoit EXCEL spreadsheets,
and tax return databases.

Review and test data in the system using the Reporting
Engine for accuracy and relevance. Make changes and over-
rides to the Source Database using data review screens of the
Client Application. Final dataset used to meet financial state-
ment reporting obligations.

Load tax return data and compare with earlier estimates
used to compute the tax provision reported in the financial
statements. Use the functionality contained in the Client
Application to select provision dataset and tax return dataset.
Use reports generated by the Reporting Engine to automate
the comparison of provision and return data.

Prepare sub-consolidations to create combinations of units
and subsets of units to test new ownership structures and to
model new business conditions such as mergers, divestitures,
and various combinations of units. Re-use data from financial
statements and tax returns to simulate user-defined planning
scenarios, models and projections using the category admin-
istration contained in the Source Data Maintenance Engine
and viewed through the Client Application.

Compare user-specified fields across datasets for data min-
ing purposes, using the Transformed Database, which has
been designed to enable the analysis of data via third party
data mining tools.

Compute selected ratios and indicators that will analyze
the company’s tax accounts, compare these ratios with other
companies and create a distribution that permits analysis of
user defined investment/business sectors.

Use analytical tools that allow the user to compute after tax
returns on cash flows and earnings from any number of 1nvest-
ments including stocks, leases, annuities and bonds.

Use analytical tools that allow user to change intercom-
pany transactions to simulate various tax planning 1deas such

as debt pushdowns, intercompany sales and transters of intan-
gibles.

Further, user-defined datasets may be used to establish time
periods, including fiscal years, quarters, and year to date
activity. Datasets can also be created to archive support for
financial statements and tax returns and to rollover prior
year’s data to new datasets. Copies of datasets are established
to test the effect of changing business parameters such as
pretax mcome and tax rates. User-defined units may be used
to hold low-level data for entities such as corporations,
branches, partnerships, and subsidiaries. Sub-consolidations
may be used to create user-defined combinations of units to
simulate various business conditions, such as mergers, acqui-
sitions, divestitures and spin-oifs. The sub-consolidation fea-
ture may be used to simulate accounting structures and man-
agement structures so that a user can determine the tax
characteristics of budgets and plans proposed by manage-
ment. User-defined permanent and temporary differences and
tax adjustments are used to track and compute the efiect of
different accounting systems maintained for financial state-
ments, management and revenue authorities. User-defined
states and local municipalities may be used to simulate the tax
returns to be filed in each taxing jurisdiction.

The system may include a method of maintaining separate
permanent and temporary diflerences at the state and munici-
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pal level, 1.e., differences between federal tax returns and state
tax returns that need to be i1dentified and tracked across dis-
crete time periods.

The system of the present invention automates the provi-
sion process by electronically linking into legacy general
ledger data for book income and the computation of perma-
nent and temporary differences. Provision data 1s stored 1n a
structured format and will be re-used for planning purposes
and can be shared with other key users.

Book data taken from the general ledger system will be
automatically loaded into the system of the present invention
via a bridge. The bridge takes raw data and calculates certain
permanent and temporary differences that will then be loaded
directly into the source database. Once 1n the source database,
the calculation engine will perform further calculations that
will compute the effective tax rate and deferred tax balances.
The resulting output are stored 1n a transformed database and
may be viewed and analyzed using reports available 1n the
system. Input/Review screens may be used to correct and
modify the input.

The bridge will also pull the balances 1n key tax accounts 1n
order to automate the journal entries. The balances 1n the tax
accounts will be compared with the actual balances computed
by the calculation engine. The reporting engine will then
compare the balances and produce a report that shows the
journal entries needed to correct the general ledger.

The reports within the system will be used to analyze the
drivers of the effective tax rate and the activity 1n the deferred
tax accounts. This analytical capability will be used to 1den-
tily tax planning i1deas that can improve net income and cash
tlow.

From the user’s point of view the system will improve
speed, elliciency and quality of tax provision information.
The re-use of data will also allow a higher degree of respon-
stveness to “what-11"" scenarios. The tax effects of proposed
changes 1n the structure of the business can be modeled
quickly and accurately by making use of the historical finan-
cial data that has been loaded 1nto the source database spe-
cifically structured for tax planning purposes. User require-
ments for a method to organize and preserve the tax history of
the company are met as the system 1s used and more data 1s
loaded 1nto 1t. This will result 1n the institutionalization of
knowledge that can be shared by all. It will also reduce the
risk associated with employee turnover.

A bridge automates the tlow of data so that the risk of
manual error 1s minimized and the turnaround times will be
improved. Last minute changes can flow quickly from the
general ledger directly 1nto the source database where 1t will
be re-calculated, analyzed and modified. The bridge will cap-
ture the existing balances in the general ledger and will com-
pare them to the true amounts computed by the calculation
engine. A report will be created that captures the difference,
which 1s the suggested journal entry needed to bring the
general ledger into balance with the actual amounts computed
by the calculation engine.

Using the system, the tax return to tax provision reconcili-
ation will be accomplished within one database. The tax
provision data will be compared to the tax return data and the
reporting engine will automatically produce a reconciliation
report that will be used to correct the deferred and current
provisions for all federal, state and foreign taxpayers. The tax
return data will be automatically loaded by running the final
general ledger through the bridge. Permanent and temporary
differences not computed within the bridge will be entered
into the source database through mmput screens or electroni-
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cally through spreadsheets. This will result 1n the normaliza-
tion of all provision and return data that can be used for
planning and analysis.

The system builds the consolidated tax provision from the
bottom up, capturing all relevant tax parameters at a very low
level of detail. This will permit the user to create sub-consoli-
dations that combine low level detail into reporting units that
act as a map of the consolidation process. These sub-consoli-
dations are saved and become a permanent part of the system,
thereby providing an audit trail and eliminating the risk of
having the consolidation procedures resting with one person.

As the system 1s used, an archive of tax data will be built up
in the source database. This database will provide an audited
tax history of the company, which can be used for budgeting,
purposes and to test the tax effects of various business mod-
els. Since all foreign and domestic data will be normalized
and stored 1n the source database, it can be used to support any
number of comparisons and “what-11" scenarios. As more and
more clean audited data 1s added to the source database, 1t
should be possible in the tuture to mine the data for useftul
trends and comparisons.

The implementation of the system 1n a user company com-
prises three phases:

Phase 1. Set up the Company with a legal structure within
the system. Load in audited data from the prior year end and
quarterly data for the current year. Parallel the next quarter of
the current year in the system.

Phase 2. Construct bridge from general ledger reports to
the system loaded 1n Phase 1. This will include a review of
accounting and systems procedures and will result in the
automatic calculation of articulated temporary differences
and journal entries. Create documentation of implementation
and integration plan.

Phase 3. Work with user information technology personnel
to set up a multi-user environment that will allow multiple
users to access the system. Migrate data into multi-user envi-
ronment. Reach out to remote locations with the Internet
version of the system. This 1s particularly useful in gathering
data from foreign subsidiaries 1n local currency.

An example of the year-end procedures using the system 1s
shown below:

a. Rollover ending balances from prior year within the
source database.

b. At year-end, run the bridge and automatically load and
re-load the data into a provision dataset within the source
database until the books are closed and the provision is locked
down.

c. After all consolidation entries and late adjustments have
been recorded on the ledger, re-run the bridge and load the
updated data into a new tax return dataset within the source
database.

d. Run the tax return feature of the bridge and feed data
directly into the tax return. (At this point, the new tax return
dataset within the system and the tax return should be 1den-
tical.)

¢. Complete the return within the tax return software.

f. Export the return data to the new dataset. (At this point,
the final tax return and the new dataset within the reporting
engine should be 1dentical.)

g. Run the return to provision report within the reporting
engine to produce an automated return to provision reconcili-
ation.

h. Use the automated journal entry report within the report-
ing engine comparing the provision and the tax return datasets
to compute the adjusting journals. (Note that this 1s not a
closed loop and the journals will be made manually.)
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1. Enriched transformed database that includes a copy of
critical tax return data 1s now available for planning, budget-
ing and current system scenarios, including potential adjust-
ments by the revenue authorities and restatements of financial
statement results.

A second example of the quarterly procedures using the
system 1s shown below:

a. Rollover ending balances from prior quarter within the
source database.

b. Run General Ledger report for year to date Pre-Tax book
income numbers.

¢. Run bridge pulling year to date pretax book income for
cach enfity as of the end of the quarter from General Ledger
report.

d. Bridge will identity prior quarters within the system and
allow user to select those quarters that will be backed out of
the year to date pretax book mcome.

¢. Bridge computes 3 month pretax book income that 1s
automatically loaded into the source database.

. Run General Ledger report for the most recent 12 month
temporary difference estimate made for each enftity that
includes projected ending balances 1n the temporary differ-
ence accounts.

g. Run bridge, loading the 12-month change between the
prior year ending balances and the projected current year
balances.

h. Bridge will compute the appropriate percentage of the
change in the temporary differences; i.e. 25 percent in the 1*
quarter, 50 percent in the 2" quarter and 75 percent in the 37
quarter. The appropriate quarter 1s selected by the user.

1. As was done for the computation of pretax book mncome,
bridge will identity prior quarters within the system and allow
user to select those quarters that will be backed out of the
change 1n temporary difference balances (after adjustment for
the approprate quarterly percentage. ). This 3 month estimate
of the change 1n temporary difference will be automatically
loaded 1nto the source database.

1. Any further adjustments will take place manually. Alter-
natively, the process can be repeated 11 the underlying source
data in the General Ledger reports changes significantly.

Budgets and estimates can be done by creating a copy of a
dataset and then making the appropriate adjustments within
the system. Planning can be accomplished by making copies
of datasets and then testing the effect of changes. The sub-
consolidation features of the system can be used to simulate
various “what-11" scenarios such as spin-oils, mergers and
acquisitions.

The system may also include data review and data input
over the Internet. For example, 1f foreign or domestic units not
on the data storage system are acquired, these units could use
a website to enter their data directly into the database. The
same website could be used to view reports remotely. This
would reduce the multiple points of entry required of remote
units on different ERP systems and would give these units the
same capabilities to analyze their data as users of the data
storage system.

The present invention comprises a computerized system
that stores tax data within a single dynamic architecture
designed to standardize reporting for all tax accounting—
tederal, state, and foreign. This standardized system can be
used to meet the financial reporting requirements under
GAAP and IAS, and can support the tax returns filed with
tederal, state, and foreign revenue authorities. All permanent
and temporary diflerences between financial reporting and
tax reporting are indexed to support the compliance and plan-
ning needs of the business. The planning aspects of the system
of the present invention can be used to simulate the tax impact
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ol mergers, acquisitions, spin-oifs, divestitures, and other
business reorganizations thereby testing user-defined struc-
tures 1n a dynamic environment. The tax results of individual
business units or any grouping of business units can be ana-
lyzed 1n an open format that allows the business to manage 1ts
tax burden and maximize 1ts after-tax mmcome. Reports are
stored 1n an XML scheme that permits comparisons with
other companies and facilitates the transfer of data into the
system from legacy systems.

Turning now to the figures of the drawing, FIG. 1A shows
a system architecture that could be used to accept data from a
variety of sources. Local data can be transierred via a soft-
ware bridge from legacy systems to the database ol the system
of the present invention. Remote data can be transierred into
the database using the Review/Input screen over the Internet.
Data can be modified and overridden 1n a client-server envi-
ronment using a multi-user version of the system.

FIGS. 2A-2D show a split screen interface design that
places controls for the system on the left side of the screen and
reports under the “Control Center” caption and working
screens for the system on the right side of the screen. The first
drop-down box at the top of the control center (FIG. 2A)
specifies for selection which dataset1s to be selected. This can
be an actual time period or a copy of a time period modified to
achieve some user-defined planning objective. The second
drop down box (FIG. 2B) controls selection of the business
unit that 1s going to be viewed or modified. The third drop
down box (FIG. 2C) controls selection of the state that 1s
going to be viewed or modified. All 50 states are coded nto
this drop-down box and the user can add additional munici-
palities. IT a foreign unit 1s selected from the unit drop down
box, the state drop down box 1s hidden. The fourth drop down
box (FIG. 2D) controls selection of sub-consolidations that

have been setup 1n the system 1n a user-defined administrative
screen.

FIGS. 3A-311llustrate administrative screens for adminis-
tering categories for the system, such categories including
datasets, business units, business unit sub-consolidations,
permanent differences, temporary differences, after tax tem-
porary differences, tax adjustments, states, state modifica-
tions, state after tax temporary differences, state tax adjust-
ments, import categories and administration of users. FIGS.
3 A-3C illustrate administrative screens that are used to setup
and maintain the unique orgamizational structure of the busi-
ness. These screens enable the user to configure the system to
replicate the key tax parameters of the business in a database
format. FIG. 3A 1s an administrative screen used to manage
setup and maintenance of datasets. The user provides aunique
name for the dataset to be setup, selects a fiscal year, selects a
fiscal time period such as 1st quarter, 2nd quarter, full year,
etc, and selects an overall statutory tax rate for the group. The
user 1s then prompted to choose one of three options:

1. Create an empty dataset. This option creates a new
dataset with no data other than the names of the business
units.

2. Copy an existing dataset. This option creates a new
dataset that 1s a complete copy of an existing dataset.

3. Rollover from an existing dataset. This option creates a
new dataset whose beginning balances are rolled over from an
ex1isting dataset of a contiguous time period.

This process 1s 1llustrated in FIG. 3B where the “empty
dataset” option 1s selected and FIG. 3C where the “copy
existing dataset” option i1s selected. The dataset feature
enables the user to copy data that has been reviewed by
outside auditors or the appropriate managers and then to make
modifications for testing purposes. For example, if manage-
ment desires to simulate the company’s tax return, it can make
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a copy of the tax provision dataset and then make the modi-
fications necessary to make a correct filing. Once 1nside the
database, it 1s possible to compare all of the fields populated
in the tax provision dataset with fields populated 1n the return
dataset for analytical purposes. Datasets can also be used to
keep a record of changes that have been made during the
process ol preparing the tax provision. These earlier versions
can be used as a trail that tracks all changes made to the
database during the process of closing the books.

The dataset feature can also be used to compare changes 1n
key line items from quarter to quarter and from year to year.
Prior periods can be simulated for purposes of estimating the
elfect of audit adjustments proposed by revenue authorities.
Future periods can be simulated for budgeting and planning
pUrposes.

FIGS. 3D-3H 1illustrate screens used to create categories
for individual business units, sub-consolidations, permanent
differences, temporary diflerences, tax adjustments and to
load these categories for a business unit.

FIG. 3D 1llustrates an adminmistration screen for managing
the setup and maintenance of business units by allowing entry
and modification of a business unit code, a business unit name
and a business unit type (such as domestic or foreign.). In
FIG. 3D, the user sets up a business unit by assigning 1t a
unique user-defined alpha or number code and a name. The
user 1s then prompted to label the unit as being foreign or
domestic. This 1s done so that all data linked with this unit can
be separated out later for domestic or foreign reporting pur-
poses. The business unit can be a corporation or a partnership,
but 1t can also be a division or even a product within a corpo-
ration or partnership.

FIG. 3E 1llustrates an administrative screen for managing
sub-consolidations by allowing entry and modification of a
sub-consolidation identifier and the 1dentification of the busi-
ness units represented within that sub-consolidation 1denti-
fier. F1G. 3E 1llustrates administrative screens used to setup
user-defined sub-consolidations. The existing sub-consolida-
tions are shown on the left and the choice from among all of
the units setup in the system 1s available on the right. The user
designates those units to be included in each unique sub-
consolidation by pointing and clicking Units that have not
been selected are excluded from the sub-consolidation. All
reports which are available at the unit or consolidated level
can be viewed at the sub-consolidation level. The sub-con-
solidation feature can be used to rebuild divisions or products
back up into the appropriate corporate entities.

FIG. 3F illustrates an administrative screen for managing
the setup and maintenance ol permanent differences by
allowing entry and modification of an identification code for
cach permanent difference, a name for each permanent dii-
ference and a designation of whether or not the permanent
difference 1s deductible for state tax purposes. In FIG. 3F, the
user sets up a permanent difference by assigning 1t a unique
user-defined alpha or number code and a name. Permanent
differences are pretax differences between the tax return and
the source accounts (such as GAAP statements, IAS state-
ments, management reports, or statutory reports) that waill
never reverse themselves. Examples include certain types of
goodwill and disallowed expenses, such as meals and enter-
tainment. The user 1s then prompted to label the permanent
difference as being included or excluded for all state tax
purposes. This simplifies the state tax computations so that
the individual permanent difference does not have to be
adjusted on each state tax calculation.

FIG. 3G 1llustrates an administrative screen for managing,
the setup and maintenance of temporary differences by allow-
ing entry and modification of an 1dentification code for each
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temporary difference, a name for each temporary difference
and a designation of whether or not the permanent difference
1s deductible for state tax purposes. In FIG. 3G, the user sets
up a temporary difference by assigning i1t a unique user-
defined alpha or number code and a name. Temporary differ-
ences are pre-tax differences between the tax return and the
source accounts (such as GAAP statements, IAS statements,
management reports, or statutory reports) that will in the
future reverse themselves. Temporary differences include
items such as mventory reserves and bad debt reserves. The
user 1s then prompted to label the temporary difference as
being included or excluded for all state tax purposes.

FIG. 3H illustrates an administrative screen for managing,
the setup and maintenance of after-tax temporary differences
by allowing entry and modification of an 1identitying code for
cach after-tax temporary difference and a name for each after-
tax temporary difference. In FIG. 3H, 1f the user needs to
establish after tax temporary differences for discrete items
such as tax credits or alternative minmimum tax, these items
can be setup in the same manner as pretax temporary differ-
ences. These would typically be after tax differences that will
be realized 1n future years.

In setting a tax adjustment category, the user sets up a tax
adjustment by assigning 1t a unique user-defined alpha or
number code and a name. Tax adjustments are after tax
changes made to the federal current provision only. Examples
include various types of federal credits and surtaxes that
aifect the current period.

FIGS. 31-3M are spreadsheets that may be used to elec-
tronically load the categories for the business unit (FI1G. 31),
permanent difference (FIG. 31), temporary differences (FIG.
3K), after-tax temporary differences (FIG. 31) and tax adjust-
ments (FIG. 3M). These are used where the number of cat-
egories 1s voluminous and the setup process needs to be
streamlined. Most often, these spreadsheets are used as part
of an installation procedure.

FIGS. 4A-4D 1illustrate an administrative interface used to
set categories to control the user-defined modifications and
after tax adjustments needed to simulate the state tax
accounts. These categories, once established, can be used for
all states. FI1G. 4 A 1llustrate an administrative screen for man-
aging the setup and maintenance of state information by
allowing entry and modification of a user-defined states code,
a user-defined states name, a pre-defined states code and a
pre-defined states name. FI1G. 4B illustrates an administrative
screen for managing the setup and maintenance of state modi-
fications information by allowing entry and modification of a
state modification code and a state modification name. FIG.
4C 1llustrates an administrative screen for managing the setup
and maintenance of state after-tax temporary differences by
allowing entry and modification of a state alter-tax temporary
difference code and a state after-tax temporary differences
name. FIG. 4D illustrates an administrative screen for man-
aging the setup and maintenance of state tax adjustments by
allowing entry and modification of a state tax adjustments
code and a state tax adjustment name. State modifications are
in effect pre-tax permanent differences made to adjusted fed-
eral taxable income. The categories for state tax modifica-
tions and state tax adjustments are setup for all states, but can
be viewed for any single unit. Federal taxable income must be
modified to arrive at income apportionable to the state. The
apportionment percentages control the income to be appor-
tioned. The state tax rates and the state tax credits are used to
create the final state tax liability. The after tax adjustments
made at the state level are similar to the tax adjustments noted
above which are made at the federal level 1n that they only
aifect the current tax provision. As in the case of setting up
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tederal categories, spreadsheets are available to setup the
state categories. In this regard, see FIGS. 4E-4H.

FIG. S1llustrates an adminmistrative screen for managing the
setup and maintenance of user information by allowing entry
and modification of a username, password, a designation of
whether or not the user uses a password and a designation of
whether or not the user 1s an administrator.

The sub-consolidation functionality 1s a key compliance
and planning feature of the system of the present invention.
Sub-consolidations are used to simulate different reporting
structures and what-1f scenarios by including or excluding the
units established in the system. For example, 11 8 out of 10
units are included 1n a certain business group, a sub-consoli-
dation that includes only those 8 entities will produce a set of
tax accounts that are relevant to the management of that
business group. Similarly, 1f management of the entire affili-
ated group desires to know the tax consequences of spinning
off one unit, a sub-consolidation, which excludes that unit
will produce the appropriate what-if scenario. The function-
ality of the sub-consolidation feature increases with the level
of detail established 1n the 1itial setup of the database. For
example, 1 the management needs to see the tax attributes of
specific divisions or products within a given legal entity,
business units could be defined as divisions or products. This
would allow for reporting to take place across products, divi-
sions, legal entities, or groups of all three. This provides
significant analytical capabilities that can closely parallel the
actual information structures of the business.

Data 1s entered 1n any of four ways: (a) through a bridge
which links the system to the external data source such as the
general ledger, (b) using EXCEL spreadsheets which allow
you to upload data, (¢) manual overrides using the Review
Screens under the Menu, (d) over the internet.

To upload data from EXCEL spreadsheets under the tem-
plate subdirectory, the user will find two spreadsheets,
“Import Categories™ (used to load 1n categories) and “Import
Numbers™” (used to load in numbers). Data from legacy sys-
tems can be cut and pasted into the spreadsheets for easy
loading.

To enter data over the internet—Reports and Review
Screens can be viewed and operated as a website. A user
working in aremote area can log onto a website and enter data
directly through the Review Screens. The user can toggle
between Reports and Review Screens, entering data and then
viewing its effect on the financial results. The Internet appli-
cation can be used to allow foreign reporting units to enter
their data over the Internet 1n local currency. The system will
convert these results mto the functional currency used 1n the
consolidation. All data imported through the bridge or

EXCEL spreadsheets can be modified or overridden on the
Review Screen.

FIGS. 6 A-6C 1illustrate a preferred user interface for enter-
ing, viewing and modifying the group tax rate, units, tempo-
rary differences, permanent differences, different tax rates
used to compute deferred tax items and tax adjustments.
Further, FIGS. 6 A-6C illustrate the method of viewing and
controlling federal current and deferred data at the unit level
through the use of review/input screens. The first three clus-
ters within the control center and beneath the drop down
boxes control the choice of review/input screens for the fed-
cral tax data related to the selected unit. Review/Input screens
related to the current liability are in the second tree cluster.
Review/Input screens for state tax data are controlled in the
third tree cluster. These screens provide the user with a
dynamic interface that allows the user to view and modity the
data for the unit. Separate Review/Input screens are provided
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for the computation of the current and deferred provisions,
the taxes payable account and each individual state or local
taxing authority.

FIG. 6A 1s a review/input screen that displays all of the
tederal tax information in the database (excluding the current
tax liability account which 1s controlled by a separate Review/
Input screen—FIG. 6B) and allows the user to make modifi-
cations. The user can enter and modify the following fields at
the business unit level:

1. Pre-tax book income. This can be financial income or
income computed for any other regulatory purpose.

2. Permanent differences. Separate controls are provided
for each permanent difference between the tax return and the
financial or management accounts whose tax effect 1s shown
on the income statement, and those that are shown as equity
adjustments on the balance sheet. For “Permanent Differ-
ence”’, a user may select either “D—Deductible on Income
Statement” or “E—FEquity Adjustment” for this entry. Entries
marked “D” will be included 1n all federal and state current
tax provision calculations. Entries marked “E” will be tracked
separately and reversed out of the income statements.
Examples of entries marked “E” include stock options not
expenses on the financial statements, but deductible for tax
purposes.

3. Temporary differences. The Carryover Balance 1s the
prior period’s ending deferred items, expressed as a pre-tax
balance. The Temporary Difference column represents
adjustments to book income, which are necessary to arrive at
taxable income. Entries 1n this column are tax-etfect and are
automatically posted to both the current and deferred provi-
sions. Entries in Other column are not offset against the
current provision, but change the ending balance in the
deferred balances and, ultimately the deferred provision
reported on the income statement. Each line 1tem 1s 1dentified
as a current or non-current temporary difference for later
classification on the balance sheet. The Ending Balance 1s a
computed figure and represents the pretax closing balance 1n
the deferred tax accounts. The user can specily unique federal
tax rates at which any given temporary difference is expected
to reverse. This 1s done by clicking on the “Manual Override”™
button that allows the user to enter a tax rate different than the
default rate shown 1n the upper right hand corner of the
Review/Input screen. For Temporary Diflerence, a user may
select either current or non-current (“C” or “NC”’) for the
Permanent Difference. The user may enter the Carryover
Balance, Temporary Difference and Other amounts on a pre-
tax basis.

4. After-tax temporary differences. These are after-tax fed-
eral adjustments, such as tax credits, to be used 1n a future
period that need to be computed and tracked on an after-tax
basis. An After-Tax Temporary Difference 1s a temporary
difference, such as a tax credit to be utilized 1n the future that
1s recorded on an after-tax basis. Valuation allowances are
also often recorded as an after tax line 1tem.

5. Adjustments to Current Tax. These are after tax adjust-
ments to the current federal tax provision that 1s computed by
the system. Tax Adjustments are after-tax changes made to
the current provision at the federal level only.

6. Tax Rates. Beginning federal tax rates are used to value
the beginning deferred tax balances. Ending federal tax rates
are used to value the ending deferred tax balances and the
computation of the current tax expense.

7. Foreign Currency Translation Rates. On Review/Input
screens for foreign units that do not use the U.S. dollar as their
functional currency, the translation rates for beginning bal-
ances, ending balances and the weighted average rates to be
used 1n the computation of the current and deferred provi-
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s1ons, are entered 1n this area. The CTA 1s a foreign currency
adjustment made to foreign units that use a currency different
than the functional currency of the consolidation. The
deferred tax provision 1s computed by taking the difference
between the beginning balance in the deferred accounts
(translated at the exchange rates 1n effect at the beginming of
the year) and the ending balance in the deferred accounts
(translated at the exchange rates in effect at the end of the
year). The CTA appears on the Tax Provision report as a line
item adjusting the deferred tax provision so that 1t is reported
at the weighted average exchange rate for the year. The ending
balance 1n the deferred accounts 1s not affected by the CTA
and 1s carried at the exchange rates 1n effect at the end of the
year.

FIG. 6B 1llustrates a review/1nput screen for the current tax
liability of a selected business unit. This screen tracks the
balances, the tax payments, tax refunds, and adjustments that
are made throughout the year, in either local currency or in US
dollars.

FIG. 6C 1s a review/1nput screen for each individual state.
The screen displays the computed federal taxable income for
the unit (which 1s the starting point for most state computa-
tions), modifications, apportionment percentages, state tax
rates and state tax credits and surcharges. Beginning and
ending tax rates are shown, and are used to value deferred tax
balances at the state level; apportionment factors are used to
apportion federal taxable income to individual states. State
Modifications are pre-tax changes that will be made to the
current state tax provision. State Tax Credits are after-tax
changes that will be made to the current state tax provision.
An After-Tax State Temporary Differences 1s a temporary
difference, such as a state tax credit to be utilized in the future,
which 1s recorded on an after tax basis. Valuation allowances
set up against state deferred tax balances are oiten recorded
on an aiter tax basis.

I1 the user requires the ability to track additional temporary
difference between the federal tax return and the state tax
return, the box shown on the state modification screen 1s
checked and the user can add or subtract incremental changes
to the book/federal return differences. This 1s often used
where a state requires a method of depreciation that 1s ditfer-
ent from both the financial statements and the federal tax
return. This functionality 1s 1llustrated on F1G. 6. As was the
case 1n the federal screen where each temporary difference
can be tax-eftected at a different rate, so too the user can
choose to tax effect a temporary diflerence at a different state
rate. As 1n the case of the federal entries, the state entries can
be loaded with a spreadsheet designed for that purpose. In this
regard, see FIG. 6F.

The second tree cluster controls the reports that can be
viewed at the consolidated, sub consolidated or single unit
level. Individual state reports are available at the entity level.
The dataset, unit and sub consolidated reports to be viewed
are controlled by the corresponding drop down boxes shown
above 1n the Control Center.

FIGS. 7A-7K are examples of sample unit reports, which
provide the data needed to report and analyze the tax profile of
a grven unit at the entity level. The reports are formatted 1n a
manner that will help to meet the financial reporting require-
ments for the unit and analyze the components of the effective
tax rate.

FIGS. 8A-8] are examples of sample consolidated reports
which provide the data needed to report and analyze the tax
profile of the entire consolidated group. These reports would
most likely support the consolidated tax footnote of the entire
affiliated group, which 1s presented 1n the tax footnote section
of the financial statements.
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FIGS. 9A-9K are examples of a sample sub-consolidation
with the same reports that were generated at the unit and
consolidated level. These reports provide a detailed analysis
ol specific groupings of units, which simulate potential busi-
ness combinations, such as mergers and spin-oifs. These sub-
consolidated reports could also simulate combinations of
units which are done for management reporting, such as lines

of business or geographic regions.

FIGS. 10A and 10B are examples of state reports that
illustrate the detailed analysis of a specific state within a
specific unit. The state reports are prepared 1n sullicient detail
so that an actual state tax return can be simulated.

At the Review/Input Screen for a selected unit, entering an
amount 1n “Other Comprehensive Income™ will appear as an
adjustment to the deferred provision, but will not atfect the
ending deferred balance.

Reports 1n the system can be viewed as print reports,
Microsoit EXCEL spreadsheet files or XML screens. The
print icon 1n the upper lett hand corner controls standard print
teatures. The EXCEL 1con 1n the upper leit hand corner
converts each report 1n the working area of the screen 1into an
Excel file that 1s stored 1n a location determined by the user. In
this regard, see FIG. 11A.

The reports viewed 1n the working area of the monitor
screen are XML screens viewed through a browser. This
enables the user to place the reports on a website without
turther changes to the system configuration.

FIGS. 12A-12C 1illustrate a screen for selecting tax return
to tax provision datasets (FIG. 12A) and sample reports of tax
return to tax provision comparisons (FIGS. 12B and 12C.)

FIG. 12A 1illustrates a screen for selecting a tax return
dataset and for selecting a tax provision dataset for compari-
SOI.

FIG. 12B illustrates a report comparing selected tax return
information and selected tax provision imnformation and set-
ting forth the differences between the two for a business.

FI1G. 12C illustrates a report comparing, for several busi-
ness units, selected tax return information and selected tax
provision information and setting forth the differences
between the two for each business unit.

The features of the invention illustrated and described
herein 1s the preferred embodiment. Therefore, 1t 1s under-
stood that the appended claims are intended to cover untore-
secable embodiments with 1nsubstantial differences that are
within the spirit of the claims.

What 1s claimed 1s:

1. An information processing system for use by a plurality
of users associated with a multi jurisdictional entity for man-
aging said entity’s data 1n a data storage for determining tax
returns information and tax provision information and for tax
planning purposes, based on data originating from at least one
jurisdiction, the system comprising:

a. means for collecting said data from each jurisdiction of

said multi jurisdictional entity;

b. means for calculating;:

1. the tax returns information of said entity, in accordance
with a jurisdiction’s governmental tax authority, from
said data stored 1n a data storage; and

11. the tax provision information of said entity, in accor-
dance with a pre-determined, non-governmental,
accounting standard, from said data stored in the data
storage;

c. means for reconciling said tax provision information

with said tax returns information;

d. means for creating at least one dataset from said tax

provision mformation;
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¢. means for manipulating said tax provision information

of each of said dataset for tax planning purposes; and

. means for reporting said tax returns information and said

tax provision information.

2. The information processing system of claim 1 wherein
said creating means creates first and second datasets from
said tax provision information wherein said first dataset con-
tains information different from said second dataset.

3. The information processing system of claim 1 wherein
said creating means creates first and second datasets from
said tax provision information and wherein said second
dataset contains the same, plus additional, information as said
first dataset.

4. The information processing system of claim 1 wherein
said creating means creates a plurality of datasets from said
tax provision information wherein each of said dataset covers
a different time period.

5. The mformation processing system of claim 1 further
comprising means for adjusting said data after manipulation
of said tax provision information.

6. The information processing system of claim 3 further
comprising means for automatically tracking adjustments
made to said data.

7. The information processing system of claim 6 wherein
said tracking means comprising means for recording manipu-
lation of said tax provision information of each of said
dataset.

8. The imformation processing system of claim 1 further
comprising means for accessing the data storage by said
plurality of users.

9. The information processing system of claim 1 wherein
said calculating means calculates tax returns information for
more than one jurisdiction’s governmental tax authority.

10. The information processing system of claim 1 wherein
said manipulating means manipulates different datasets of tax
provision information for planmng purposes.

11. The information processing system of claim 1 wherein
said data includes more than one year of data.

12. An information processing system for use by a plurality
of users associated with a multi jurisdictional entity for man-
aging said entity’s tax information for determining tax returns
information and tax provision information, based on tax
information data originating from at least one jurisdiction, the
system comprising;:

a. means for collecting said data from each jurisdiction of

said mult1 jurisdictional entity;

b. means for storing said data;

c. means for calculating;:

1. the tax returns information of said entity, 1n accordance
with a jurisdiction’s governmental tax authority, from
said data stored 1n said storing means; and

11. the tax provision information of said entity, in accor-
dance with a pre-determined, non-governmental,
accounting standard, from said data stored in said
storing means;

d. means for reconciling said tax provision information

with said tax returns information; and

¢. means for reporting said tax returns information and said

tax provision information.

13. An information processing system for use by a plurality
of users associated with a multi jurisdictional entity for man-
aging said entity’s tax information for tax planning purposes,
based on data originating from at least one jurisdiction, the
system comprising:

a. means for collecting said data from each jurisdiction of

said mult1 jurisdictional entity;

b. means for storing said data;
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¢. means for calculating the tax provision mformation of
said entity, 1n accordance with a pre-determined, non-
governmental, accounting standard, from said data
stored 1n said storing means;

d. means for creating at least one dataset from said tax
provision imnformation; and

¢. means for manipulating said tax provision information
of each of said dataset for tax planning purposes.

14. A multi-user information processing method for a
multi-jurisdictional entity for managing said entity’s data for
determining tax returns information and tax provision infor-
mation and for tax planning purposes, based on data originat-
ing from at least one jurisdiction, comprising the steps of:

a. collecting said data from each jurisdiction of said multi

jurisdictional entity with an import engine;

b. storing said data in a data storage;

c. calculating said tax returns information of said entity, in
accordance with a junisdiction’s governmental tax
authority, from said data stored 1n the data storage with
a calculation engine;

d. calculating said tax provision information of said entity,
in accordance with a pre-determined, non-governmen-
tal, accounting standard, from said data stored in the data
storage with said calculation engine;

¢. creating at least one dataset from said tax provision
information with a user interface unait;

. manipulating said tax provision information of each of
said dataset for tax planning purposes with said user
interface unit; and

g. producing reports 1 connection with said tax returns
information and said tax provision information with a
report engine for reconciliation of said tax provision
information with said tax returns information.

15. The information processing method of claim 14 further

comprising the step of:

h. adjusting said data after manipulation of said tax provi-
sion information with said user interface.

16. The information processing method of claim 15 further

comprising the step of:

1. automatically tracking said adjustments made to said
data with a tracking engine.

17. The information processing method of claim 14 further

comprising the step of:

1. automatically recording said manipulation of said tax
provision information of each of said dataset with a
tracking engine.

18. The information processing method of claim 14 further

comprising the step of:

k. accessing the data storage with said user interface unit.

19. An information processing system for use with a data
storage by a plurality of users associated with a mult1 juris-
dictional entity for managing said entity’s tax information for
determining tax returns information and tax provision infor-
mation, based on tax information data originating from at
least one jurisdiction, the system comprising:

a. means for collecting said data from each jurisdiction of

said multi jurisdictional entity;

b. means for calculating;:

1. the tax returns information of said entity, 1n accordance
with a jurisdiction’s governmental tax authority, from
said data stored 1n a data storage; and

11. the tax provision information of said entity, in accor-
dance with a pre-determined, non-governmental,
accounting standard, from said data stored the data
storage;

c. means for reconciling said tax provision information
with said tax returns information; and
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d. means for reporting said tax returns information and said
tax provision information.

20. An information processing system for use with a data
storage by a plurality of users associated with a multi juris-
dictional entity for managing said entity’s tax information for
tax planning purposes, based on data originating from at least
one jurisdiction, the system comprising:

a. means for collecting said data from each jurisdiction of

said mult1 jurisdictional entity;

b. means for calculating the tax provision imnformation of
said entity, 1n accordance with a pre-determined, non-
governmental, accounting standard, from said data
stored 1n a data storage;

c. means for creating at least one dataset from said tax
provision information; and

d. means for manipulating said tax provision information
of each of said dataset for tax planning purposes.

21. Aninformation processing system for use by a plurality
of users associated with a multi jurisdictional entity for man-
aging said entity’s data in a data storage for determining tax
returns mnformation and tax provision information and for tax
planning purposes, based on data originating from at least one
jurisdiction, the system comprising:

a. an 1mport engine for collecting said data from each

jurisdiction of said multi-jurisdictional entity;

b. a calculation engine for:

1. calculating the tax returns information of said entity, 1n
accordance with a jurisdiction’s governmental tax
authority from said data stored in the data storage,

1. calculating the tax provision information of said
entity, in accordance with a pre-determined, non-gov-
ernmental, accounting standard, from said data stored
in the data storage;

111. reconciling said tax provision information with said
tax returns information;

1v. creating at least one dataset from said tax provision
information; and

v. manipulating said tax provision information of each of
said dataset for tax planning purposes; and

. a reporting engine for reporting said tax returns infor-
mation and said tax provision information.

22. An information processing system for use by a plurality
of users associated with a multi jurisdictional entity for man-
aging said entity’s tax provision based on data originating
from at least one jurisdiction, the system comprises

a. means for collecting said data from each jurisdiction of
said mult1 jurisdictional entity;

b. a source database for storing said data for determining
the tax provision ol said multi-jurisdictional entity,
wherein said tax provision comprising current and
deferred tax provision, which are estimated tax expenses
that may be later adjusted based on required changes to
the enfity’s filed tax return, for 1ts tax return to be filed
for the current year, and that are certain to come due 1n
the future, respectively;

¢. means for calculating the tax provision of said multi
jurisdictional entity in accordance to a predetermined,
non-governmental, accounting standard from said data
stored 1n said source database;

d. a transformed database for storing the tax provision of
said mult1 jurisdictional entity as determined by said
calculating means; and

¢. a reporting engine for producing reports for the entity’s
financial statement to be filed with and as required by a
regulatory authority using the tax provision from said
transformed database;



US 8,626,619 B2

23

f. means for accessing said source database and said trans-
formed database by said plurality of users;

g. means for testing different scenarios of said tax provi-
sion for tax planning purposes by changing said tax

required changes to 1ts filed tax return, for its tax return
to be filed for the current year;

24

c. means for calculating the current tax provision of said
multi jurisdictional entity in accordance to a predeter-
mined, non-governmental, accounting standard from
said data stored 1n said source database;

provision stored 1n .said tr ansfqrmed database; | d d. a transformed database for storing the current tax provi-

h. means for automatically tracking the changes made to sion of said multi jurisdictional entity as determined by
said tax provision stored 1n said transformed database said calculating means:
for reconciliation of said tax provision to the filed tax e. a reporting engine for producing reports for the entity’s

_ return; and _ _ L _ financial statement to be filed with and as required by a

1. means foF :-Elutomatlcally tracking the‘ origination of said 10 regulatory authority using the current tax provision from
tax provision to support the financial statement to be caid transformed database:
filed with the regulatory authority. . . .

23 Aninf o5 . J . b tural; . means for accessing said source database and said trans-
-Aninlormation processing system loruse by a pluratty formed database by said plurality of users;

of users associated with a multi jurisdictional entity for man- ; _ gﬁ“ P Yy ; ;"d
aging said entity"s t.ax.prfjvision based on datq originating 15 & &S 10t ;estmg 11 ergnt scenanosi Salh cux:rent tE}z
from at least one jurisdiction, the system comprises: provision Ior tax planning purposes by changing sai

a. means for collecting said data from each jurisdiction of current tax provision stored in said transtormed data-
said multi jurisdictional entity; base; | |

b. means for transtforming said data into transtformed data; h. means for automatically tracking the changes made to

c. a source database for storing said transformed data for 20 said current tax provision stored in said transtormed
determining the tax provision of said multi jurisdictional database for reconciliation of said current tax provision
entity, wherein said tax provision comprising current to the filed tax return; and
and deterred tax provision, which are estimated tax 1. means for automatically tracking the origination of said
expenses that may be later adjusted based on required current tax provision to support the financial statement
changes to the entity’s filed tax return, for 1its tax re.turn 25 to be filed with the regulatory authority.
to be tiled for the current year, and that are certain to 25. An information processing system for use by a plurality
come due 1n the fut}lr C, I eSPeCtW@]YQ_ _ _ _ of users associated with a multi jurisdictional entity for man-

d. means for calculating the tax provision of said multi aging said entity’s deferred tax provision based on data origi-
Jurisdictional entllty 1 deCor dancecil;g zfredetegnmed, nating from at least one jurisdiction, the system comprises:
non-governmental, accounting standard from said trans- 30—, 1 oang for collecting said data from each jurisdiction of
formed data stored 1n said source database; said multi jurisdictional entity:

cd Fransformfa d .da!:al:)'ase for storing the tax provision (.jf b. a source database for storing sjaid data for determiming,
said multi jurisdictional entity as determined by said | the deferred tax provision of said multi jurisdictional
calculating means; . her: Pd doforred .. {) . .

: : : o entity, wherein said delerred tax provision being an €sti-

f. a reporting engine for producmg reports for the-: entity’s 35 matte}él oy expenses that are certzin o come dﬁe  the
financial statement to be filed with and as required by a Futire: P
regulatory authority using the tax provision from said res . . .
tragns fon;ye d datab;);e' 8 P c. means for calculating the deferred tax provision of said

g. means for accessing said source database and said trans- m}lltl d]llI‘lSdlCthIlal entl‘iyl H accor(?nce :EO a(lplgdster-

: - _ mined, non-governmental, accounting standard from
formed databaio,e by.sald plurality (ijfusersj. W said data storged in said source databasg'

h. means for testing different scenarios of said tax provi- . ’
sion for tax planning purposes by changing said tax d. a transformed database for storing the deferred tax pro-
provision stored in said transformed database: ;18101}d0f ?31(} I:}Ultl-]ﬂﬂscl.lctlonal entity as determined

1. means for automatically tracking the changes made to M Salrt.c et a'mgfmeans& . s for the entit’
said tax provision stored in said transformed database 45 ¢ aﬁrepoi 1111 gt etnglnet fr Emﬁluiimg'tﬁfpo dS OF HIe elclllgy >
for reconciliation of said tax provision to the filed tax ANCIAl STACICNT 10 D LUICE WL dlic a5 TEQUITEE by d
return: and regulatory authority using the deferred tax provision

: ’ : : C e : from said transformed database;

J- 2 fOF a}utomatlcally tracking the. orgination of said . means for accessing said source database and said trans-
tax provision to support the financial statement to be ‘ f 4 datah bg A olurality of |
filed with the regulatory authority. 50 OHICE GAldbAsE DY Sall pIUIdlLy 0L USELS,

24. An infoymationﬁproces sil}g system ‘for use by a plurality & nﬁ[}:ig }ii[l;%{ dlﬁﬁg Scenazzzs(jfbsatig;fifeigz
of users associated with a multi jurisdictional entity for man- 5 forred 1 P t 2 I;lurp 1t M R 2 dg dat
aging said entity’s current tax provision based on data origi- be e{'re A% PTOVISIOL STOTCE AL Sl TS IOHINEE Cdld-
nating from at least one jurisdiction, the system comprises: h 45¢; f omaticallv trackine the ch de 1

a. means for collecting said data from each jurisdiction of 55 ' ;I;iec?lllse lel:rzg to;):aplr'(;iigzofla(;t;?eg q iz :aiiln%rzsnginflez
said mult1 jurisdictional entity; e . -

b. a source database for storing said data for determining fattibaET f;i recmtlc:lhtatlog ol said delerred tax provision
the current tax provision of said multi jurisdictional (O HHe HIC TaR TClUHL, all _ L _
entity, wherein said current tax provision being an esti- 1. means for automatically tracking the origination of said
mated tax expense that may be later adjusted based on 60 deterred tax provision 1o support the ﬁnanc1al statement

to be filed with the regulatory authority.
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